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Treatxent of 

I would like to b%jin 51r' 
taxability of 

discu'sSi.3g .Cn ycncral t!u2 
~:~lch r'rznchicos beca3so it s~ex2s to 1x2 -this is 

tfia issue that &0xX! of 
/ 

t:rti coqnnies are raising. The 1379 

L j. ‘- 
: 

3. %'Le I?oxd has backed off. a lii=tlc in its 
coacltision by authorizing prc-i&332 ap3xaisal 
procedzes. 

frailchisc.sh&ild be deducted frm the stack ami debt atp:xoach 
bccarrsa tha price' of the stock already incl*Mas this ckzent 
of value aad it is nak taxable prqxxty fcr property t2x ?urpwcs. 



In 1933 th3 Constitution was amended again, t&is tim 
to changofrc;n *, 0 gross recci:ks tax on public utilitio3 to an 
ad valorm tax: Braxzhiscs'r~And& in the definition GE ’ 
propexty in Sccticn 1, bzt Section 14 xmxl the phrase %I;her 
than frdncbises" wU?n stating th3 Eo-ard was to assess pu5lic 
utilities on an ad valorezi basis. ~Scetion 14 stated that 
franchi&2s wore to hQ taxed a3 a part of Section 1C of PXticle 
XIII. Secticn 16 ycmito the Legislature to ieVy c be?k aad 
cospor3tion Srancilise tax. Section 1 of k'lrticlc X31X Was 
rewrittan in 1374 ‘,?d as a rasalt the definition of proprty, 
inclU3iIIg frmcfLicaG, was eliminated fron the kction. 

Tka Cank and Corporation EYnnchfso &UC Act of 1329, 
as amended in 1936, as authorized by Section 16 of Article 
XIII, provides: 

cGd3. 

'Taxes under this section...shall not be, 
2u lieu of any taxes or asscssr;lents upon 
special franchieos. X11 SUCik Special 
frzqxhisee chaU be amuslly assessed by 
the State Board of Equalization at its 
full mtukct value bcginnirsg in >!arch 1935.' 

This section is now Section 23154 of tke Rcveaue and Taxation 

The argumnt nay be made that the people intended to 
exempt all franchinos of public utilities frm pmqoxty taxation 
bacausa=ction 1 of Article XIIfI no 1onye-r rzentions framhisc3 
ad because Section 14 of Article XIII mqzs to cmmpk Praxhiss. 
Uowavcr , the. history of ths bark and corporation franchise tax 
indicates otkexwiso. Under Section 16 the Lcgislnture was given 
A pemispive authority to tax'franchises of co,Torations. .They 
chose to act by c-3 jacting gcnoral fr.zcchiucs to a corporatic 
tax and leavi?g s:~cinl PI- Lun~hf~e~ subiect; to proyrty tzx, as 
in3icatcd 
Timre is, 

iA section 
tkroforc, 

23154 or' tz1s Rf2*~&uo 
sufficient authority 

and Taxation Ccc?e, 
to conclude that the 

. 
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One of the statezaenta of the court v3u tfistt 

'While ths rfqht Grantad to a teleghono 
coqany by ?+~Blic Il‘tilitfes C!orf~ scckion 
7301 has often been termd.a “francti’ii38u 
. ..A.% i8 cot a grxlt of a ~G~d.&%?Z?Z 
ix&zest in thld street.- 75 Cal. ;12~. Sd' : : 
957'at '963. 



Paother sxtion of the RmiunEo Beach case which way 
Is thought to support tks cczqxayf s position qgears oa page 464 
in denying that there is a ciruse of action for inverse coa- 

* donation. 

"Thus, the rquircd relocation cannot fern 
the basis for an'action in invzxso con- 
dcmation. In crdez to state d course of 

If thiu laquago were referring to the right to use the city 
streets it vould kxI!aed be siqnificxnt. Zowcver, the facts 
are that :5! cerely zoved fro3 or,0 location to mothsr location 
to px&le the SqL20# or..:aybe ~cn incrcascd, servic~o. r;lz 
court 18 nerely staying tix3t tha relocation by itself is no", a' 
valuable pxo;zrty right, rl $ofnt 3t thir .;r ti Giich we can all 
agree. k right to ~58 the sfze~t is a valrrable aid tax&la 
ric,rht ar?3. not in any way cciuittalent to a relocation of -facilities. 

We should contfnue to a Ssesa sgeci.al fr;rnchfses in the 
xmmer described in_ m213orandusxs nentioned above. 
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